Executive Summary Prepared by: Heather Snow
Using the Securities Trading of Concepts (STOC) method, "traders" are brought together in virtual stock markets using simple Internet-based technology. Virtual securities are traded, each associated with an underlying product or service concept. Prior to trading, traders are introduced to each concept through media-rich representations. The results indicate that predictions of winning and losing concepts increase in accuracy when participants trade based on real-time market information than when they are asked simply to identify their individual preferences (through surveys).
Applications of STOC Model
As an example of the potential the STOC method offers to new product development, Dahan presented the results of experiments conducted using the STOC method on three different product concepts.
The first two experiments were conducted using bicycle pumps and crossover vehicles. In each experiment participants were presented with detailed information about the product concept (nine bicycle pumps and eight crossover vehicles), including pictures, price, brand name, and a rated list of attributes. Securities were set up representing each of the different products and participants were given cash and an equal number of shares of the securities to trade. The objective of the exercise was to maximize the value of one's portfolio by market close (15 minutes). When later compared to actual sales data, the results indicated that the participants had consistently and accurately picked the top winners and losers within the category several months before the bike pumps or vehicles had even hit the market.
The third experiment was conducted using a laptop bag, which was offered with different bundles of features. Initially participants were presented with eight different versions of the bag, defined by a picture and a list of 10 attributes. However, the results of this exercise showed little correlation, suggesting that participants may have had difficulty differentiating between a range of product concepts that were too similar. The exercise was then revised so that instead of focusing on entire products, participants were asked to trade individual features (such as color, size, PDA holder, flap, cell phone holder, etc.). When results were compared to actual purchase data, the results determined that participants had accurately predicted what their peers' preferences for individual product features would be.
Future Applications
The experimental data suggests that the STOC method is extremely effective at identifying the top winning and losing product concepts, suggesting great potential for new product development purposes, particularly in capital-intensive industries. In addition to quickly selecting out winning and losing concepts, the STOC method can be used to determine which individual features of a particular product are driving its success or its failure.
The STOC method may be ready for commercialization within two years. 
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